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NEW HAVEN, CONN. 


The largest investors today are the mil 
lions of young men who are investing lite 
Nev 


ertheless, the home fires and the home in 


itself in their country’s cause. 


dustrial furnaces have to be kept burning, 


in connection with War necessities and 


the demands of peace to come. The de 


mands, among many others, for jobs 


when the young men come home. In 


vesting calls for plenty of War Savings 


Bonds, first, with thought that extra 


money to be put to work can do a full 
task 1 introduced into a sound industry. 


R. E. McG. 


STATEN ISLAND, N. Y. 
To say that Erie Railroad stockholders 
finally receive a dividend on common 


stock is not precisely accurate. The divi 


| 


dend really went to bondholders as the 


result. of reorganization which changed 


the former capital structure more than al 


little. The present company is really a 
new company as the outcome of reor 
ganization. _— 
. M: 5. “EF. pe. 
Sr. EOUES,. MO. 
There will be civilian rubber in 1943, 
there won't be any at all—you'd be sur 


prised to read through the scrap book of 
newspaper clippings which I have kept 
Pearl Harbor. Valk 


dizzy! Yes and no—and perhaps, with a 


SINCE about 


getting 


blunt no again, all within a couple of 


weeks. Still, the stock market quotations 


show that rubber company stocks are 
doing no worse than others; one or two 
cock 


a little better, if anything. It's a 


C yed world. 


S. O: 


CARMEL, N. *¥. 


Gas rationing has left many of us who 
live in the country without daily papers 
F. D. 


carrier comes through. In view of this 


until late in the day when the R. 


development, which must similarly affect 


many thousands in the 17 Eastern. states 


under gas ration, wouldn't it be a good 


idea tor your magazine to present the facts 


sO as to encourage more frequent inclu- 


sien of stock market news in the radio 


newscasts? 


C.K. A, 


Eprror’s Nori Several articles on radio cov- 


financial news have been presented b 


crauge ol 
us. The point vou make is interesting. We will 


keep vour suggestion in mind. 


CINCINNATI, OHFO 


A sentence which I recall from your 
150th Anniversary number stands in such 
marked contrast with the news just now 
that I mull it over now and then. The 
sentence was: “Few outstanding depar 
tures trom older manufacturing processes, 
few epochal inventions appeared in the 
1930's.” What a “40s are 


Synthetic new 


change the 


bringing! rubber, rayon 
products, ships built upside down in. sec- 
tions, new plastic substitutes for certain 
scarce metals—just to mention a few in 


novations. It strikes me as a time to buy 


_>> Letters to the editor, in whole or in part, are presented here as a contribution to current 
discussion of investment, economic and general financial subjects of public interest. 


stocks in order to be in partnership with 


brand new industries growing out of 


older ones, 


&. MO: 


MONTCLAIR, N. J. 
I read about “peace” stocks. What are 
they, anyway? The companies prominent 


in war business were—and should con 
tinue to be—equally prominent in peace 
Pont 


launched long ago to make explosives, 


times. Even the du Company, 
has depended upon commercial products 
as the backbone of its business for longer 
than anyone now living can remember. 
To tag “peace stock” onto any stock that 
is old and with a long record of earnings 
and good management is a pious kind of 
fraud—just words that 


catch make me 


peevish, 


ATLANTA, GA. 


The Dow, Jones industrial average stood 
at 114.22 on January 5, then swung grad 
ually down to 92.92 on April 28, and has 
Such 
swings as these, especially the upturn from 


92.92, indicate two things—(1) the aver 


since returned to 108.91 on July 16. 


ages continue to record trading sentiment 
just as they did in periods when war news 
and tax plans were absent, and (2) trad 
ing sentiment is becoming hardened to 
shock and is paying realistic attention to 
industrial developments, i.e., the ability ot 
our great corporations to produce enor 
mously in the face of handicaps, and to 
make a fair profit over onerous taxes. 


Cc. A. b. 


‘exchange 
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The Public Doesn’t Will It That Way! 


URING a great war public inter- 

est is preoccupied by many things 
which crowd ordinary, peace-time af- 
fairs aside. A perspective of normal 
business activities can become distorted. 
This is no truer anywhere than in the 
securities industry. Investors and trad- 
ers with capital gains in view act cau- 
tiously. Brokers and dealers see their 
business shrink, 

Although the records established in 
preceding wars show clearly, so far as 
American markets go, that stocks of 
old-established corporations then ac- 
quired for investment or trading pur- 
poses thoroughly justified the purchases 
afterward, relatively few people employ 
precedent as a guide. 

But market experience also shows 
that war has been no more effective 
than certain influences during peace in 
bringing temporary drought to the se- 
curities industry. 

If you look at the chart on this page, 
you will see two graph lines which al- 
most parallel one another. Each traces 
the volume of business transacted in 


common stocks on the New York Stock 


Exchange over periods of six years... 
periods long separated from one an- 


other. Each line represents a stretch of 


notable indifference toward 


on the public’s part, Each ends in < 


securities 


war, each starts from a year of active 
interest in securities—years of moder- 
ately good general business. An excep- 
tion so far as the left-hand line depicts 
the market story is that the Stock Ex- 
change was closed for 44 months in 
1914, leaving member firms with no 


business at all! 
More Branch O ffices 


Some statistics throw vivid light on 
Stock Exchange facilities as they served 
the public more than 30 years ago, and 
serve the public today. It may be sur- 
prising to find that on January 1, 1910, 
there were 24 more member firms than 
were in existence on January 1, 1942. 
The decline, however, reveals no reces- 
sion of service; on the contrary, there 
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were 54 per cent more member firm 
branch offices in operation at the be 
ginning of 1942 than at the same time 
in 1910. 

Whereas in igto, and during the 
charted siX years from 1g09 to I9I4, the 
securities industry was mainly geared to 
conduct business originating in the 
larger cities, brokerage facilities are now 
extended to 340 cities in 45 States. In 
1910 arbitrage transactions in American 
securities were conducted on a great 
scale New York, London, 
Paris and Amsterdam, and a number 
of Stock Exchange firms specialized in 
this work. Arbitrage has not been a 


factor in Stock Exchange volume for a 


between 


number of years. 


Examining the chart lines and the 
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accompanying tables, it is seen that the 
Stock Exchange community had hard 
times, indeed, in the earlier period. 
With more firms to conduct it, there 


was far less business done from 


1gOQ9- 
1914 than in more recent years—far less 
in several years than in 1942 to date. 
The industry survived. It went on to 
greater stature. The industry’s person- 
nel closed ranks and carried through 
to better conditions. 

The securities industry has not suc- 
cumbed to adversity because the public 


Not 


by legal mandate but through recogni- 


has willed that it should not do so! 


tion of the industry’s usefulness to the 
public. 

What could the peace-time forces be 
that caused securities, measured by 
listed stocks, to produce much the same 
phenomena from 1909-14 as from 1937- 
42? Obviously since war did not affect 
the volume trend until the very end of 
the 1909-14 period, the preceding influ- 
ence must have been economic, politi- 
cal, legal or all three—these being 
dominant factors affecting business in 


al capitalistic state. 


Dead Weight on Market 


It happened that all three of these 
influences acted to restrain public in- 
terest in securities, and so deadening 
was their power in 1913 that no year 
since has approached within hailing 
distance of 1913's poor business in listed 
stocks, Garet Garrett, a prominent fi- 
nancial commentator of the time, de- 
scribed 1913 as a securities market year 
in three words: “It was terrible!” 

Chronologically, these events — oc- 
curred, with a bearing on speculation 
William H. Taft en- 


tered the Presidency in 1909, a conser- 


and investment. 


vative Republican, following the regime 
of a President whose name had caused 
many business men to grow heated— 
Theodore Roosevelt. But President 


Tatt, 


dustrial field over, proposed legislation 


after looking the political and in- 


STOCK EXCHANGE VOLUME 
BY YEARS 


No. Shares No. Shares 
1909 .....212,421,000 1937 ..... 409,464,570 
1910 ....163,705,000 1938 ..... 297,466,722 
191] ......1325,853,000 1939 ...... 262,029,599 
1912 ....131,488,000 1940..... 207,599,749 
1913 .... C2200 000 941 ...... 170,603,671 
*1914 .... 47,431,000 1942 ....7103,200,000 


* Stock Exchange closed 44% months. 
+ Averaged on first seven months. 


SMALLEST DAY'S VOLUME 


No. No. 

Shares Shares 

ere: 2 ae. 7 rece 423,760 

i eee 110,865 1938 ........278,410 

ee BiG) BOOP cicasece 235.140 

| 2) rere 99520 940 2.22... 129.650 

|S rer Ge ER: 3 | SPeeeee rear e 223,710 

a | ee Pet =| ESAS siecle 206,680 


* Dec. 30, after the Stock Exchange was reopened. 
+ To date. 


calling for Federal incorporation of all 
industrial corporations, and wanted the 
Sherman Anti-Trust Act enforced with 
teeth. That occurred in January, 1910, 
and the securities market fell heavily. 

The Supreme Court declined to per- 
mit a freight rate increase in the South- 
ern rail district on January 17, 1910. In 
1g10 and IQII the Interstate Commerce 
Commission refused to permit rate in- 
creases on several occasions. On May 
5, Igtt, the United States Supreme 
Court ordered the dissolution of the 
Standard Oil Company of New Jersey, 
following it with a similar order on 
May 29 as applied to the American To- 
bacco Company. The very citadel of 
the business order was thereby shaken 
to its foundation. 

Although 1912 saw some improve- 
ment in Stock Exchange volume over 
that of the preceding year, it was partly 
the result of liquidation; and with the 
election of Woodrow Wilson as Presi- 
dent, in November, politics joined law 
and regulation and economics in pro- 
moting caution toward commitments 
in securities. Over all stood the shadow 
of a profound change affecting the na- 
tion’s banking system, vested in prepa- 


rations to install the Federal Reserve 


System which occurred on December 
23, 1913. Capital is wary of any new 
departures, so while the need of the 
Reserve System was generally granted, 
the process of changing from the older 
banking methods worked to restrict 
securities Operations. 

Then an unsettling tariff bill came 
forward for discussion, and business on 
the securities markets fairly went to the 
dogs. Dullness prevailed until World 
War I suddenly began. If the volume 
of the first seven months of 1914 (sce 
table) were averaged over a full twelve 
months, it would result in a theoretical 
total of shares dealt in amounting to 
less than in the Great Drought of 1913. 

Yet not long afterward public inter 
est revived, to draw part way back into 
its shell after the United States entered 
the war in 1917, and then to attain the 
momentum of the 1920's. The public 
didn’t will the securities industry to 
fade out in 1913-14, nor is it doing so 


now. 


Legal Influences 


If specific parallels are sought between 
influences affecting securities from 1937 
to 1942 and the other period, 1909-1914, 
most of them are of such recent mem 
ory as to need no review. Most of them 
might be called “legal”—The Wagner 
Labor Act, The Social Security Act of 
1936, The Securities Act of 1933 and 
The Securities Exchange Act of 1934, 
Public 


Time is required for readjustment to 


and the Utilities 


legislation. 


new law, as was the case after the 


petroleum and tobacco dissolutions 
under the Sherman Anti-Trust Law. 
A parallel of any character between 
“then” and “now” as applied to busi- 
ness-volume in securities has, of course, 
to allow for alterations of surrounding 
physical conditions, There are, for ex- 
ample, 836 common stock issues cur- 
rently listed on the Stock Exchange, 
against about 350 issues in 1913. The 


(continued on page 14) 


USE OF 1942's ESTIMATED SAVINGS 
OUT OF DISPOSABLE INCOME 


‘ACCOUNT RENDERED 
OF SAVINGS 
FROM OUR SWOLLEN 


Year’s Estimated Disposable Income 
Outlay for Goods and Services 


$110,000,000,000 
84,800,000,000 


$ 25,200,000,000 


Estimated Balance for Savings 


War Bond Subscriptions $10,000,000,000 


NATIONAL Income 


Analysis of Income, 
Outgo and Balance 
Remaining Reveals a 


Natural Brake on 


Inflation 


ASED on calculations drawn from 

Department of Commerce esti- 
mates down to date and_ projected 
through 1942 by means of statistical 
studies of Tut Excuance, the table sug- 
gests that less of a threat to the goods’ 
price structure is supplied by the peo- 
ple’s war time income than many be- 
lieve to be the case. 

A sum greater than the $4,240,000,000 
“floating” balance above was invested 
in new corporate securities in several 
years of the 1920's. It is possible that 
an additional $2,000,000,000, or there- 
abouts, of War Bonds may be added to 
the tabulated $10,000,000,000. 

A considerable part of the $4,240,- 
000,000 is being invested in new and 
older corporate securities this year. And 
there are items of considerable size, al- 
though difficult to trace in reliable 
statistics, which should be considered in 
connection with the tabled accounts 

. items coming definitely under the 
heading of thrift and savings. For 
example, when heavy manufacturing 


schedules and enlarged payrolls came 


Liquidation of Installment Sales 
Accounts 


Life Insurance Premiums 
Individual Bank Deposits 
Farm Mortgage Debt Retired 
HOLC Debt Retired 


Balance After Traceable Estimated Savings 


By WILLIAM W. CRAIG 


into effect last year, the personal finances 
of thousands of persons were “under 
water” and had been that way for years 


during the Great Depression because of— 


Loans on life insurance policies, 
amounting to hundreds of millions 
of dollars; 

Slowed-down amortization of old 
mortgages . . . hundreds of mil- 
lions more; 

Arrearages in taxes due on homes 
and other real estate; 

Notes in the bank, covering 
money borrowed for college educa- 
tions, etc.; 

Personal loan accounts induced 
by insufficient incomes during the 
business and low 


years of poor 


salaries. 


The list could be extended. Evidence 
applying to the liquidation of many 
categories of debt suggests that heavy 
repayment, in the aggregate, has been 
proceeding and is continuing. In the 
fullest sense of the word the elimina- 
tion of debt comes under the heading 
of savings. The kinds of debt which 
are included in the table at the top 
of the themselves to 


column lend 


3,000,000,000 
4,200,000,000 
3,500,000,000 

140,000,000 


120,000,000 


20,960,000,000 
$ 4,240,000,000 





more precise calculation at this time. 
The 


months of 


recent report for the first six 


1942 of the Commercial 
Investment Trust Corporation rendered 
an insight as to what is going on 
in the important field of installment 
sales. That organization’s portfolio of 
installment papers amounted to $449, 
104,800 on December 31. The net bal 
ance of such loans on June 30, allowing 
for new loans and collections on older 
ones, Was $278,516,000, a decline of 38 
per cent. 

Such was the tendency of installment 
loans during a half-year in case of a 
single company. On the basis of more 
general figures, it may be estimated 


that consumer installment debt has 


been declining since January 1, 1942 at 
a rate of about $250,000,000 a month. 
The resultant $3,000,000,000 for a year 
would be a considerable slice of the 


nation’s disposable income. 
Farm Loans Lower 


Farm mortgage loans of the Farm 
Credit Administration as of 
last, while still substantial at $2,273,- 
000,000, were almost $g0,000,000 lower 
With the Fall crop 


movement approaching at good prices, 


than on January 1. 


(continued on page 12) 
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QUESTION OF CORPORATE RESERVES 
UNDER WAR DEMANDS 
AND HIGH TAXES 


HEN an executive asserts pub- 

licly that his company has the 
equivalent of 15 years of normal business 
on its order books, that’s war news! 

Such an instance was brought to gen- 
eral attention recently before a Senate 
committee. While probably exceptional, 
all the implications contained in this in- 
formation caused a prickly sensation 
along the spines of many executives 
and accountants. Investment counsel- 
lors, already grappling with perplexities 
the like of which they had never experi- 
enced until immense headlong war pro- 
duction began to gather headway this 
year, shivered at their desks. 

Business can be too “good.” Income 
accounts and balance sheets can contain 
figures that are overpowering in size; 
especially when comfortable profits from 
plant operation are mowed down by 
taxes and the first glance at profits is 
seen to have been illusory. 

. swollen in- 


Taxes ewe rising costs .. 


ventories the problem of reserves 


when the tax collector has the first 


chance at cash earnings—these are 
natural economic consequences of a war 
in which more than half the world is 
calling for urgent deliveries. They cause 
headaches among executives, impelling 
such expressed views as H. E. Bowman, 
treasurer of the Boeing Airplane Com- 
pany, laid before the Senate Finance 
ago. With 90.6 


o 


Committee a few days 


per cent of his company’s profit subject 
to a go per cent excess profits tax, under 
terms of the pending House bill, he 
foresaw the end of his organization as 
a corporate entity. 

Fortunately, for corporations with too 
much business and only a moderate lee- 


way for reserving a part of their profits 


tor contingency and other reserves, the 
forthcoming tax bill remains open to 
broad discussion. Relief for burdened 
corporations is being weighed on the 
basis of widespread objection to House 
bill provisions and, as testimony is taken 
and debate proceeds, it seems probable 
that considerable attention will be paid 
to the matter of reserves. 

At present, and also under House bill 
terms, normal and surtax and excess 
profits tax are extracted from profits 


before a company may provide for re- 


serves for contingencies such as a top- 
Cash 
taken from a corporate till in order to 


heavy war materials inventory. 


further America’s war effort—than 


which no cause is worthier—is still cash 





lost to the development and main- 
tenance of that business. When a cor- 
poration earns a profit of $5,300,000, yet 
must take $4,400,000 of it to pay Federal 
taxes, the margin left over for reserves 
ger indeed. 


é 


to meet emergencies is mea 


“Run-Of-The-Mill” Samples 
The table on this page indicates that 
this illustration is by no means extrava- 
gant. The right-hand column shows 
that, for the first six months of 1942, a 


(continued on page 11) 





Profit Before 
Fed. Taxes & 


Reserves 
Anaconda W. & C. $ 7,579,111 
Atlas Powder 3,526,665 
Allis-Chalmers 13,191,485 
Am. Rad. & S. S. 4,880,690 
Cutler-Hammer . 5,339,807 
Container Corp. 4,525,815 
General Cable 8,342,623 
Gen. Ry. Signal 4,012,499 
Gillette S. R. 4,998,828 
Houdaille Hers. 3,363,288 
Mullins Mfg. 2,219,128 
Monsanto Chem. 8,820,551 
Nat. Acme 8,625,836 
Nat. Cash Reg. 8,479,120 
N. Y. Air Brake 2,883,780 
Otis Elevator 4,775,507 
Phillips Petrol. 9,956,419 
Republic Steel 43,872,120 
Revere Cop. & Brass 9,474,295 
Skelly Oil 4,611,469 
Simmons Co. 5,371,203 
U. S. Steel 162,866,907 
U. S. Rubber 16,402,967 
Wheeling Steel 7,341,648 


* Reserve for 
tReserve for foreign investment. 


General reserve. 





SIX MONTHS' REPORTS OF 


Net After Profits Before 
Fed. Taxes & Fed. Taxes & 

Reserves Reserves Reserves 

*$ 125,000 $ 865,043 11.41 
* 50,000 666,503 18.90 
— 2,087,485 15.82 

~- 2,155,690 44.17 

** 300,000 552,632 10.35 
-- 305,163 20.0 

~- 1,367,623 16.39 

{ 50,000 412,499 10.15 
-- 1,598,863 31.98 

— 822,337 24.45 

— 290,378 13.09 

— 2,133,765 24.19 

-— 947,836 10.99 

-- 1,570,736 18.52 

— 510,980 LAD 

+ 100,000 1,575,507 32.99 
as 6,731,419 67.61 

— 8,072,120 18.40 

— 994,295 10.49 

_- 2,208,969 47.89 

* 300,000 1,871,203 34.84 
*12,000,000 33,866,907 20.39 
§ 2,741,649 1,554,041 9.45 
— 1,895,648 27.18 


Contingencies 


EARNINGS AND RESERVES 


°% of Net to 


**Partly 


against Inventory. §$War Losses. 














LITTLE time is needed for a 

great democracy’s productive ma- 
chinery to gather momentum, but when 
. it rolls! 


American ships built in 47 days under 


it really starts to roll. . 


schedules originally providing for sev- 
eral months! Munitions manufacture 
quadrupled by well-equipped companies 
in a year! Entire army camps erected 
over scores of acres in sixty days. 

Part and parcel of strenuous war-time 
effort is the sale of Government securi- 
ties which, under the driving power of 
experts in the business, is beginning to 
attain results comparable to the records 
of industry; and for the same grim 
purpose to keep our warriors 
marching on. 

And standing in the front line of the 
largest financial sales task in the na- 
tion’s history are the rank and file of 
professional salesmen and bankers who 
brought the capital into that corporate 
use which created the industries now 


pointing the way to victory. 


Progressive Steps 

The significance of this sales job to 
America, and the securities industry as 
well, warrants a review of the progres- 
sive steps taken to erect a competent 
organization. At the center stands the 
Treasury of the United States. At first, 
-and for more than a year, Defense Sav- 
ings Bonds and Stamps were offered to 
the public by the War Savings Staff 
through post offices and other agencies. 
Hawaii and _ the 


Then war came to 


Philippines, a change of name from 
“Defense” to “War,” the enlistment of 
the New York Stock Exchange, the 
Association of Stock Exchange Firms, 
the Investment Bankers Association and 
the National Association of Securities 
Dealers—and quickly the sales strategy 
spread to individuals and_ personalities 
in the field of selling. Brains skilled in 
organized selling were called into ac- 


tion. 
Speed and More Speed 


from the 
formation of the War Savings Staff, 


Organization — proceeded 
with State and community sub-divi- 
sions, to the Victory Fund Committee, 
with 12 regional committees active in 
The 


6,000 


the Federal Reserve Districts. 
campaign tempo increased 

salesmen soon were working on a vol- 
untary basis throughout the country 

. in New York State, 3,000 men were 
giving their time under the direction 
of Perry E. Hall, an old hand at the 
job of distributing general securities 

. making use of “prospect lists” run- 
ning into scores of thousands of names 
... pavement pounding . . . countless 
sales talks over the telephone. 

Men of the financial community of 
many localities took leaves of absence 
from their desks in order to devote full 
time to War Bond sales without com- 
New York Nevil 
Ford was already at work with the 
State War Savings Staff last Spring 


pensation, In City 


(continued on page 13) 














WHAT ABOUT 








STOCK TRADING 
| OPPORTUNITIES?_ 


A GLANCE at individual price 
movements of common. stocks 
listed on the New York Stock Ex- 


change in this dull Summer reveals 
that “volume” is not necessarily a corol 
lary of either wide or narrow fluctua 
tions. Over so long a swing as a full 
month, some exceedingly inert stocks 
travel over considerable ground, while 
active ones gain or decline little. 
Selected issues which gained ground 


during July highlight this situation: 


Price Vol. For 

Inc. Period 
Amer. T. & T. $5 32.000 
A. T.. & S. FP. 6% 113,200 
Atlant. ‘C.. L. 47% 51,000 
Col. Carbon 6 3.100 
Hercules Powd. 4, 2.100 
Int. Silver 5% 800 
Nor. & West. 53% 1,500 
Tex. & Pac. Ry. 5 14,500 


When the July fluctuations are exam- 
ined broadly (taking in 793 listed stocks) 
the market statistics show, however, that 
traders on the buying side had some 
what less “room to turn around” than 
they had last Summer. Price changes 
were narrower than, say, in June, 1941. 

A study made of the latter month 
showed that several listed groups scored 
average price increases of 9 per cent to 
more than 10 per cent; whereas in July 
of this year the rubber, textile, and 
amusement groups were the only ones 
to register average gains of as much as 
7.3 per cent, and many other groups 
gained less than 4 per cent. 


Trading selection, nevertheless, can 


be exercised in unusually dull markets, 
as reference to the chart indicates, Al- 
though the largest number of stocks to 
make gains in July advanced no more 
than 5 per cent, maximum, 198 issues 
rose from 5 to 10 per cent and 76 rose 
10 to 15 per cent. The number of is 
sues in the 0-5 per cent and 5-10 per 
cent categories was larger than a study 
a year ago revealed. 

The chart reading is made the more 


interesting by comparing the price gains, 


or declines, with the tale told by Dow, 
Jones & Co., stock averages for July. The 
industrial average of 30 stocks gained 
approximately 2.2 per cent, while the 
railroad average advanced about 6.7 per 
cent. It is evident that improvement of 
the rails as a group accounted largely 
for the fact that gains were more prom- 
inent than declines in the graphic record 
of the market which takes both indus- 
Pub- 


have contributed little to 


trials and rails into consideration. 
lic utilities 


price-change charting for many months. 
Firm Undertone 


The bull side had the better of it in 
July, but by a margin too slight to arouse 
comment. A realistic slant would lend 
more emphasis to proof supplied by gen- 
eral prices and the chart story that, de 
spite a persistent flow of unfavorable 
war news, stocks gave little indication 
condition 


of retreating—a_— stubborn 


which has held over into August. 





PERCENTAGE CHANGES IN THE PRICES OF 793 COMMON STOCKS 
JUNE 30 TO JULY 31, 1942 
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ECAUSE the larger emphasis on 
instruments of war goes to bomb- 
ing and fighting airplanes, tanks, A-A 
guns and other weapons, lesser public 
attention surrounds the elements which 
make lethal machines possible. Few 
persons would think, offhand, that ade- 
quate light, by night and day, is one of 
the first essentials in continuous war 
production. But the Army and Navy 
know it, and the financial community 


is now made aware of the fact by the 





listing on the New York Stock Ex- 
change of 514,368 shares of common 
stock of Sylvania Electric Products Inc. 
(formerly the Hygrade Sylvania Cor- 
poration) a Massachusetts corporation. 

The company is a prominent pro- 
ducer of incandescent lamp bulbs and 
fluorescent lamps, the latter constituting 
a relatively new contribution to the 
science of lighting. The incandescent 
bulb department dates back to 1got. 
Manufacture of fluorescent lamps was 
undertaken in 1938, just in time for 
production to attain large volume be- 


fore Henry Ford’s huge Willow Run 


*« New Listing for the NYSE x 


















bomber plant needed light and_ lots 
of it. 

The Ford plant is one of many similar 
factories now equipped with the new 
lighting. Many Army and Navy en- 
campments and airfields also are lighted 
by the company’s lamps. Sylvania Elec- 
tric Products Inc, notes in its listing 
application to the Stock Exchange that 
fluorescent lighting units comprised 32.1 
per cent of its gross sales in 1941. The 


fluorescent lighting division's sales were 































exceeded, however, by those of the radio 


tube division, which, last year, ac- 
counted for 44.7 per cent of the com- 
pany's gross. 

In the radio field, the company re- 
ports that it has been the second largest 
maker of radio receiving tubes in this 
country since 1931. Licensed to make 
and sell tubes under patents of the 
Radio Corporation of America, General 
Electric, Westinghouse and American 


(continued on page 14) 
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Building An Industry Und 


“In contrast to synthetic rubber developments in tl 
entirely by private enterprise, foreign manufacture 
subsidy. Our synthetic rubber has developed solely 





From an orderly progress implied by other 
O the old this quotation from a Government cottot 
publication of 1940, with new products caniz 
and processes competing with or dis- ucts | 
placing one another in orderly fashion, Vitall 
BY R. B. LEBO Pearl Harbor whipped our activities to ity o 
Technical Consultant, a feverish heat. mant 
Standard Oil Company of New Jersey Chemists and engineers work over- sete 
time, changing, improving and perfect- ery 
‘ ; : cite I 

ing the old, since quick and decisive on 

UT of much confusion, the pub action is imperative although difficult. Gr 
. . . rT 

lic, without knowing exactly what Imperative to provide synthetic rubber now 

to which modern war, commercial en- 

it means, has learned the use of the word a the p 
: deavor and recreation are so closely ra 

“butadiene” which is the name of a geared! es 
i plexil 

prototype of the chemical building The picture framed by rubber, or a ring 
blocks that unite—2,000 at a time—to substitute for rubber, is a broad indus- critic 
1 ial panorama. Dependent upon the 

make natural rubber. The word only trial ps “iP . ee 
, well-being of the rubber industry are stead 


recently became familiar to chemists 
and technologists. Butadiene is really 
a new industrial chemical. 

In order to see why it should make 
front page news so frequently, let’s look 
at butadiene’s principal and oldest off- 
spring which has become a stranger to 
America. Grown on 8,400,000 culti- 
vated acres, of which 98 per cent are in 
the Far East and in enemy possession, 
the rubber plantation industry has ex- 
vanded eighteen-fold since the time of 
its transfer from Brazil in 1905. In 
international trade its product is now 
valued at above $400,000,000, and in 
normal times rubber is one of our five 
top ranking imports. Although the 
price of rubber has declined since 1910, 
price fluctuations have been wild (1910 
(@ $2.88—1922 at 2.5 cents—19g40 at 22.2 
cents), largely due to unwise over plant- 
ing of rubber trees and ineffective regu- 


lation of supplies. 





Being an agricultural industry, amor- 


tization of investments in it is slow. 
Based upon product, investments have 
been calculated to be about $1,800 per 
ton of rubber, per year. But horticul- 


tural improvements (high _ yielding 
trees) may bring this near to $800, with 


an average close to the former figure. 
Contrast of Qualiites 


Although rubber is short lived in the 
presence of oils, sunlight, weather, chem- 
icals, and high tension electricity, it is 
superior to synthetics in bounce and 
stretch and its ability to generate little 
heat on working, as in an automobile 
tire. On the other hand, the wide price 
fluctuation, and variation of qualities 


due to climate, fertilization and collec- 


tion methods, handicap the rubber man- 
ufacturer. Yet, as shown by indices pub- 
lished by the Departments of Labor and 
Commerce, our tire dollar now buys 
twelve times as much tire life as twenty 
years ago. Will this continue with syn- 
thetic rubber tires? Trends point to an 
affirmative answer. 

As our civilization is geared to the 
road by rubber, so is modern warfare, 
and in the pending absence of natural 
rubber, those with experience have 
picked the synthetic rubber that would 
most nearly duplicate natural rubber. 
This happened to be Buna S. Goodrich, 
Goodyear, United States Rubber and 
Firestone, and others had experimented 
with Buna S, and the Germans were 


reported as using this rubber for tires. 
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other large scale industries producing 
cotton, Zinc oxide, carbon black, vul- 
canizing chemicals and numerous prod- 
ucts going into finished rubber goods. 
Vitally dependent upon the availabil- 
ity of these goods are the industries 
manufacturing and supplying trans- 
portation, communication, power trans- 
mission, and a variety of commodities 
and utilities of everyday life. 


Great ordinary demands, coupled 
now with the vital war demand, makes 
the planning of synthetic rubber manu 
facture doubly important; and_ per- 
plexities arise due to many and recur 
ring proposals to save money and 
critical materials. The chart line of a 
new industry is, nevertheless, rising 
steadily. R. B. Leso. 


For clarification, let us review 
rubber-like materials that are known to 
cure or vulcanize. This is most simply 


done on a basis of the raw material, 


butadiene. 


Butadiene Rubbers 


These were rubbers made solely from 


butadiene and are of no commercial im- 


BBER 


try Under War’s Pressure 


velopments in the United States, which have been 
been fostered by government 


portance in the U. S. A. They were 
known as Buna (German), SKA and SKB 
(Russian), and KER (Polish). 


Chlorinated Butadiene Rubbers 


These are products made from the 
chemical, chloroprene, in turn obtained 
from acetylene, and known as Sovprene 
(Russian) and Neoprene (du Pont). Being 
costly, they fall into the specialty rubber 
class; yet Neoprene is tough and has been 
used in heavy duty tires. All of it is under 
allocation for special war demand. 


Modified Butadiene Rubbers 


This includes the brands PERBUNAN, 
HYCAR, AMERIPOL, CHEMIGUM and BUNA s. 
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These trade marked names are widely 
known in the trade, and have been familiar 
words for a long time. The public will 


hear more and more about them. 
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In PERBUNAN, about three chemical 
units of butadiene link with one of acry 
lonitrile, another new, highly active chem 
ical. This rubber is useful where resistance 
to oils, fats and solvents is desired. Being 
costly (70 cents a pound) it falls into the 
specialty rubber class and 1s, therefore, em 
ployed where the economies effected justify 
the expense. In this respect it is similar 
to Neoprene and Hycar, (oil resistant). 

Buna S is built by linking three units ot 
butadiene with one of styrene, a chemical 
made from benzine. This is a tire rub 
ber because it is cheaper (styrene is cheaper 
than acrylonitrile), tougher and more resis 
tant to road wear. Months ago experts 


were not sure that Buna S tires would 














equal those of natural rubber but recent 
The 


major rubber companies were familiar with 


improvements have been reported. 


Buna § prior to December 7, and it was 
the basis of the Government synthetic rub- 
about the 


ber program when_ initiated 


middle of 1941. 


Olefin Modified with Little Butadiene 


This is Butyl rubber, the newest mem- 


ber of the family. It is made from iso- 


butvl« ne, 


an inexpensive petroleum gas, 























Piling rubber to ship. 


and about of Butadiene or its syn- 
thetic prototype, and is visualized as being 
the least costly of the several synthetics. 
It is resistant to ozone and strong chemicals 
and is impermeable to gases and moisture, 
and, therefore, is useful in the war effort. 
Experience has shown, however, that Butyl 
rubber tires driven at 40 m.p.h. or under 
10.000 miles: 


are good for about more 


recent experience foretells improvement. 
Polysulfide Rubber 


This is Thiokol (Dow Chemical Com- 
pany) made from ethylene dichloride and 
sodium sulfide. It is resistant to oils and 
aromatic hydrocarbons. It, therefore, finds 
utility in the war effort and recently the 
War Production Board granted priorities 
for the manufacture of 40,000 tons of a 
special type of Thiokol, mostly earmarked 


for retreading of tires. 


Starting in early 1941 with a tentative 
program for the manufacture of 2,500 
tons of Buna S in each of four rubber 
Rubber 
the 


plants, Reserve Corporation 


launched program with the au- 
thorization of four plants, which could 
be increased to a capacity of 10,000 tons 
each. As announced recently, two of 
these plants have gone into operation. 
After Pearl Harbor, announcement fol- 
lowed announcement with the planned 
synthetic rubber production jumping 
to 400,000, then 500,000, and _ finally 
700,000 tons of Buna S, with an added 
60,000 tons of Butyl rubber and 40,000 
tons of Neoprene, making up the na- 
tional program 800,000 tons. This pro- 
gram is frozen for the time being, at 
least, mainly because of the scarcity of 


We can 


expect only a small part of this rubber 


critical construction materials. 


for the most essential civilian needs. 
The 


twenty-five 


program is in the hands of 


companies, including a 


number listed on the Stock Exchange, 





Checking for purity. 


petroleum and alcohol companies sup- 
plying butadiene, chemical companies 
supplying styrene, and major rubber 
companies responsible for the conver- 
sion of these raw materials into the 
synthetic product—Buna S. Standard 
Oil of N. J., will produce Butyl and 
du Pont, Neoprene. 
Donald M. Nelson 


recently an- 





nounced that the production of all 
grades of synthetic rubber, Buna S, 
Butyl, Neoprene, Perbunan and Thio- 
kol, would be 32,300 long tons in 1942 
and 338,000 tons in 1943 (Buna S— 
281,000 tons), with the total capacity 
completed by 1944, and depending on 
alcohol, petroleum and benzol for raw 
materials (butadiene and styrene). The 
program calls for 122,000 tons of steel 
plate, 210,000 tons of other steel; 7,000 
tons copper and brass; 170,000 horse- 


power of compressor capacity. 
Benzol for Rubber 


The actual step of making Buna S 
is relatively simple, though requiring 
careful adjustment and is carried out 
with a relatively small amount of criti- 
cal materials. This involves mixing 
butadiene and styrene together in the 
presence of a large quantity of water, 
with an emulsifying agent such as soap, 
and allowing it to rest several hours at 
a controlled temperature. A_ solution 
is obtained having very much the ap 
pearance of natural rubber lastex. From 
this the synthetic rubber is coagulated 
with acids or salts and finally dried 
and rolled out into sheets. 

Styrene supplies depend upon benzol 
which is produced in quantities several 
times that made during the last war and 
is now under allocation for rubber use. 
Styrene is known to the chemical in- 
dustry and has been used in the produc- 
tion of certain plastics. 

For 700,000 long tons of Buna S, ap- 
proximately 62,000 short tons of buta- 
diene are necessary, requiring large 
quantities of either petroleum, coal or 
grains for its manufacture. 

Early in the rubber program the Car- 
bide and Carbon Chemical Company 
was allotted the manufacture of 110,000 
tons of butadiene, Standard Oil started 
to make it in January, 1942, partly for 


(continued on page 16) 








Earnings of 450 Companies Decline 
19.3 Per Cent in First Half 





HE impact of higher taxes upon net 

income of corporations with com- 
mon stocks listed on the New York 
Stock Exchange was heavy, as expected, 
during the first half of 1942 with a no- 
table exception ,.. the railroads. Among 
the groups arranged by industries, the 
rails, despite wage increases that applied 
throughout the period, scored a gain of 
more than 42 per cent in net income 
over the same six months of last year, 
reflecting heavy war traffic and econ- 
omies in train loading. 

But railroads felt the heavy hand of 
the tax collector along with industrial 
companies and the wage increases which 
went into effect in the later months of 
1941 acted to slow down the pace of 
rail net income compared with last 
year’s. In the first half of 1941 the in- 


crease over 1940's corresponding period 


the House revenue bill figures in cal- 
culating excess profits taxes and_ sur- 
taxes. As the 1942 tax statute still re- 
mains to be prepared in exact terms, it 
apparently has been assumed that rates 
prescribed by the House afford a view 
of the maximum burden on corporate 
incomes for this year. 

Despite the large tax allowances, no 
less than 437 of the 450 corporations 
grouped in the table were able to report 
profits for the half-year; and while some 
abrupt and substantial reversals oc- 
curred, the average decline of net income 
of the groups as a whole was less than 
20 per cent. This showing went far in 
countering the prophets of gloom who, 
a year ago, were decidedly doleful about 
the chances of many companies to make 


any money at all during the first full 


war year. A 20 per cent decline from a 
high earnings’ level, such as the first 
six months of 1941 produced, is far from 


calamitous. 


Corporate Reserves 
(continued from page 4) 


number of prominent corporations had 
less than 12 per cent of their reported 
profits remaining after tax allowances, 
not a few had less than 25 per cent. The 
corporations cited happen to be those 
which were among the earliest in issuing 
statements as of June 320 last. 

The fact that certain companies did 
not report any reserves set up for the 
six months means less than it might 
appear to in the tabled record. Many 
companies in these times decide upon 
reserves in the second half of the year, 
when full results may be measured. 

The statistics of the table supply tax 
layers—meaning the Congress—and in 


vestors with something to ponder. 
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Account Rendered of Savings 


(continued from page 3) 


the tendency of farm borrowers to 
liquidate their obligations should in- 
crease toward the year end. Of the 
$1 39,000,000 principal of Federal Land 
Bank loans paid off in 1941, more than 
half represented payments in full be- 
fore maturity. In the first quarter of 
1942 the $50,000,000 of principal pay- 
ments showed an increase of 100 per 
cent over the same period of last year. 

In the light of such official figures, it 
that the farm loan 


is seen payment 


estimates of the table are conservative. 


Payments On Houses 


Home Owners Loan Corporation 
loans are being reduced steadily. When 
1942 reports of payments on taxes in 
arrears on much urban real estate ap- 
pear, large reductions of old arrearages 
are expected. Overshadowing other 
evidences of savings stand public sub- 


War 


amounting to approximately $5,043, 


scriptions to Savings Bonds, 
000,000 this year through July, with the 
prospect of $10,000,000,000 subscription 
for the full year; perhaps more than 
that since a strong sales campaign is 
being shaped for the Fall months. 

Besides the obvious constructive re- 
sults of thrift which the figures of this 
article help visualize, the implication of 
personal debt payments toward future 
war financing and general investment 
is significant. From the proceeds of 
this year’s disposable income, the re- 
duction, or elimination of debt is going 
to make the situation of hundreds of 
thousands of citizens more comfortable 
than it has been for years past. 

The payment of personal debt works 
two ways in strengthening the invest- 
ment resources of the nation: the for- 
mer debtors will be in better position 
to buy Government bonds and_ pay 
taxes, so long as high rates of income 


prevail, and lending institutions will 


12 


be made more liquid and better able to 

support the war effort financially, 
The broad indications of debt liqui- 

dation evidently carry an implication, 


too, to the securities industry as vested 





that “the country is full of investment 


money,” the thought behind it has been 
refuted by the balance sheets of a host 
of people who formerly had surplus 
capital or income with which to buy 
securities. They have been too much 
preoccupied with outstanding loans to 


devote attention to stocks and bonds. 





Disposable 


Year Income Amount 
1929 ... $79.6 $70.8 
oe 70.7 64.9 
1931 59.6 54.2 
1932 15.6 13.0 
1933 14.5 12.4 
1934 51.0 $7.7 
M93G 2 st st te 56.3 $2.2 
MoG6 2. 1 sw s « CBS 59.1 
| 69.2 62.5 
Mae sow se s 6D 58.5 
ne 68.0 62.0 
| 73.5 66.2 
M4 .. 3 « «= BBY 75.8 
ee’ ss we eH US 10.0 84.8 


Estimated by 
SOURCE:—tU. 5. 





ESTIMATE OF DISPOSABLE INCOME, EXPENDITURES AND 
SAVINGS OF INDIVIDUALS—ANNUALLY 1929-1942 INCLUSIVE 


—IN BILLIONS OF DOLLARS— 


Expenditures for Goods & Services 


statisticians of THE EXCHANGE 


Department of Commerce 


Balance After Payments 
for Goods and Services 


% of Total Dis- % of Total Dis- 


posable Income Amount posable Income 
88.9% $8.8 11.1% 
91.8 5.8 8.2 
90.9 54 9.1 
94.3 2.6 5.1 
95.3 2.1 4.7 
93.5 ba 6.5 
92.7 4.1 13 
90.6 6.1 9.4 
90.3 6.7 9.7 
93.0 1.4 7.0 
91.2 6.0 8.8 
90.1 7.3 9.9 
85.8 12.5 14.2 
77.1 25.2 22.9 


on basis of national income for 1942 to date. 








in the purchase and sale of corporate 


issues, Viewing the scope of personal 
debt which past difhcult years acted to 
create, it is conceivable that dull securi- 
ties markets have, in part, reflected it. 


While it has been a pat phrase all along 


The final payment on a home ranks 




























high among traditional American savings. 


With the debt account growing easier, 
the securities industry may find a more 
receptive field, first for its efforts in 
aiding Government financing of the 
war, and then for the furtherance of its 


normal activities. 


































Buckling 
Down To The 
Greatest 
Sales Task 


(continued from page 5) 


when Gail Golliday and Ritchie Kim- 
ball, both of wide experience in the 
investment market, joined the organ- 
ization with the immediate purpose of 
pushing the campaign for payroll sav- 
ings in the form of Series E Bonds. 
Sales evolution soon carried this pro- 
gram into a broader field—the distribu- 
tion of Series F and G Bonds to the 
general public. Partners of 20 promi- 
nent securities firms were formed into 
a sales-directing group in New York 
City and under it some 275 salesmen 
began to devote part of their days to 
New York Stock 


Exchange members and firm partners 


voluntary _ selling. 
carried their share of the burden of 


sales plan and effort. 


Paving the Way 


It has been foreseen by the Treasury 
and investment specialists that War 
Savings Bonds of the three series could 
hardly be sold fast enough, indefinitely, 
or in sufficient quantity, to meet Gov- 
ernment’s needs. The Victory Fund 
Committees set out to cooperate with 
the War Savings Staff in distributing 
Series F and G Bonds, but their prin- 
cipal task from the beginning was to 
assist in’ selling other Government is- 
sues such as bills, notes, certificates of 
indebtedness, “tap” issues and regular 
market offerings of bonds. 

Victory Fund efforts were directed 
primarily at the investment of capital 
funds in Government war securities, 
whereas the War Savings Staff stimu- 


lated the flow of savings into war is- 





The former cultivated the 


sues. huge 


market afforded by insurance com- 


panies, savings banks, endowed insti- 
tutions and so on, 

Some overlapping of effort was bound 
to eventuate, Some salesmen commend- 
ing Series F or G Bonds would call 
upon “prospects” who, perhaps being 
already supplied with these _ issues, 
would have more need for the 244 per 
cents of 1962-67 (“tap” issues). Or 
duplicating calls would be made by 
War Savings Staff and Victory Fund 
representatives. Or a War Savings Staff 
man might have a closer contact with 
a bank executive than had a Victory 
to whom the banker 


Fund salesman 


had been assigned, 
Product of Experience 


All of this would occur naturally 
when salesmen were, in effect, compet- 
ing with one another for business in 
an organization which was working 
against time and had not yet been 
“shaken down” into a smooth working 
machine. Sull the first offering of 2s, 
the initial section of the “tap” issues, 
resulted in subscriptions of $882,000,000 
in a few days, That was last May. Be- 
fore the August offering date arrived 
for the second section of the bonds, 
experience had ironed out the conflicts 
of effort between the War Savings Staff 
and the Victory Fund organization. 

Prepared to sell any, or all, of the 
various Government issues and equipped 
with greatly amplified lists of names, 
the salesmen carried the 2's to the 
country this month with such vigor as 
to indicate that all the implements of 
the securities market were in extensive 
use. The spade work was over, the 
construction men were high up on the 
scaffolds. Not only the heavy subscrip- 
tions to “tap” bonds revealed the re- 
sults of organization and _ persistent 
individual work; the July background 
afforded by subscriptions for close to 


$1,000,000,000 War Savings Bonds out- 





lined marked progress in payroll sav- 
ings and personal investments induced 
by sales work. 

The investment industry, as repre- 
sented in the Government bond mar- 
ket, is rolling along... and presumably 
has a long way to go to its destination. 
A long war or a shorter war than 
military men look for—either result will 
find the industry heavily engaged, in 
war issues during hostilities and exten- 
sive refunding operations for some time 
afterward. Perhaps “reconstruction. is- 
sues” as well, dependent upon the 
commitments which the United States 
must enter into in connection with the 
ultimate peace. 

And in blue periods members of the 
securities market mechanism are appre- 
hensive lest their function be weaken- 
ing! The plain fact of it, free from 
temperamental shadings because gen- 
cral business in securities is now at a 
low ebb, is that the securities industry 
is indispensable to the Government's 
undertakings. By the same token, it is 
indispensable to the nation’s well be- 
ing; and that is a buoying influence to 
the men who are bearing down hard 
in the national cause, with no recom- 


pense in a material way. 


Postponed Activity 


Yet the industry’s realistic reward for 
slogging work as part of its contribution 
to victory may be merely in a state of 
suspension. New contacts with corpo- 
rations and individuals, resumed con- 
tacts with investors of pre-war days, 
are products of the present intensified 
solicitations for Government bond sub- 
scriptions. 

It is to repeat something old to say 
that the largest body of investors in 
America’s history is being created by 
war financing. Nevertheless, this truth 
has a real meaning for business in 
Government bonds 


securities besides 


when the times shall again be propi- 


tious for general financing. 





New Company on the NYSE 


(continued from page 7) 


Telephone & Telegraph, Sylvania Elec- 
tric Products markets its tubes at home 
and abroad. 

Priority restrictions have become se- 
vere in the lighting and radio tube in- 
dustry; nevertheless, owing to much 
Government work, the company reports 
a rising scale of gross earnings with a 
reasonable increment of profit. The 
profit and dividend record over the last 
five years, as taken from the listing 


statement, follows: 


Total o/ / 

Vet Div'ds Vet 

Profit Paid Dist'd 

1937 $868,064 $749,775 86.4 
1938 438,691 289,233 65.9 
1939 856.806 545.088 63.9 
1940 880.625 653,985 74.3 
1941 1,067,185 701,949 65.8 


The six months ended June 30, 1942, 
the company reports a net profit of 
$48 3,062. 

Steps are under Way to enlarge manu- 
facturing capacity by means of the pur- 
chase of an additional plant and the 
leasing of another from the Defense 
Plant Corporation. When the transac- 
tions are completed, Sylvania Electric 
Products will be operating six plants 
in Pennsylvania and four in Massachu- 
setts. 

The present organization and _busi- 
ness of the company are the result of 
the consolidation on July 1, 1941, of 
Hygrade Lamp Company, of Salem, 
Mass., Sylvania Products Company, of 
Nilco 
Works, of Emporium and St. Mary’s, 


Emporium, Pa. and Lamp 
Pa. The company includes in its listing 
application a balance sheet as of March 
31, 1942, showing total assets of $15,- 
341,405. In addition to the 514,368 com- 
mon shares now listed, the company has 
obtained authority to list 175,972 shares 


which are reserved for the conversion 
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of outstanding 4, per cent preferred 
stock, 

Through an increase of manufactur- 
ing facilities, the company plans to pro- 
duce certain materials which are now 
purchased from others. It notes in the 
listing application that particular sub- 
stitute materials, used because of scar- 
city of ordinary products, are expected 
to become permanent in its manufac- 
turing process .. . another result of in- 
dustrial ingenuity as an offshoot of war 


conditions. 


The Public Doesn’t 
Will It That Way! 


(continued from page 2) 


number of shares listed has been multi- 
plied several times over since 1913. 
Hence, far more tools exist today for 
the market to operate with, and, conse- 
quently, there should be proportion- 
ately more business done, under equal 
conditions, than in 1913. 

But mathematics are in collision with 
a state of mind which apparently takes 
slight account of totals of issues and 
outstanding shares. If conditions are 
not propitious to speculation, which 
produces far more volume than does 
investment, it makes slight difference 
whether listed issues number 300 or 
800, whether shares are numbered in 
the scores of thousands or in the mil- 
lions. Reflective of securities available 
to the public, as well as the brokerage 
facilities enlarged since 1913, the table 
dealing with days of minimum vol- 
ume is suggestive. 

The smallest day’s turnover this year 
to date has been nearly four times as 


large as the minimum of 1913. 


Management of College 
Investments 





Em phasis Being Laid Now on 
Broad Diversification o f 
School Portfolios 


(a4 E NEED all the competent 

advice we can obtain from 
investment counselors, bankers, and 
other experts to whom we may have 
access, from men who are continually 
studying the security markets and the 
real estate markets. Occasionally they 
will make mistakes, but they will be 
honest errors of judgment, and not 
nearly so frequent or costly as no judg- 
ment at all.” 

This terse comment deals with the 
investment problems of college financial 
authorities. It appears in a study of 
“College and University Investments 
and Income, 1925-41,” prepared by J. 
Harvey Cain for the American Council 
on Education, Washington, D. C. and 
released as part of a comprehensive dis- 
cussion of the portfolios, income, etc., 
of 45 prominent institutions of learning. 
Received too late to be reviewed in de- 
tail in the August issue of Tue Ex- 
CHANGE, the report will receive greater 


attention in the September issue. 
Some Particulars 


In reference to portfolios and invest- 
ment programs followed by some of the 
schools, Mr. Cain says: 

“Comments made by various invest- 
ment officers, as well as studies of indi- 
vidual reports, clearly indicate that there 
are wide differences of opinion on in- 
vestment policies. Many of these differ- 
ences are due, however, to circumstances 
of location, type of organization, and 
other factors which may not easily be 
corrected. 


(continued on page 17) 


be 


smMALL 


Loose talk and too much of it, exploded 
the visitor as he waved a newspaper clip- 
ping under our nose, is shunting the at- 
tention of financial people away from the 
true economic aspects of this war. Here 
a fellow writes in four dollar words about 
the “world revolution” that is crackling 
around our ears. World revolution! Was it 
a world revolution when Napoleon tried 
to conquer Europe? Some light-waisted 
commentators probably thought so. Yes. 
No doubt. A New Order for Europe was 
a slogan back there, too, but when the 
smoke of Waterloo cleared away, what was 
the fact found to be? Simply that Napoleon 
had wanted to dominate everyone else. 
The New Order vanished in a night, and 
the world proceeded in its usual fashion. 


»>« 


It’s half-baked thinking and writing 
about a world revolution that prevents 
many Americans from keeping their eye 
on the ball. Just mention revolution in any 
oflice along Broad or Wall Street, and you 
see a worried look come into the faces 
around you. The salesman who is reach- 
ing for a phone in order to draw a cus 
tomer’s attention to Sante Fe general 4s 
or U. S. Steel preferred hesitates a split 
second. The very sound of the word sets 
his imagination to work on communism, 
socialism—yes, even feudalism. He feels 
the “isms” closing in on him and his cus 
tomer, and he has to make an effort to 
reassure himself that Hitler, Mussolini and 
the Japanese war lords have to be beaten 
solely to prevent them from stealing a large 
chunk of the earth. Sketchy ideas about 
the implications of a world revolution are 
troubling the securities business unneces- 
sarily. 


»« 
A world revolution now would mean 
that people in many countries were fed up 
with government set-ups or economic con- 


ditions and were determined to change 


TT 
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them. In countries stretching around the 
globe. But what are the real causes of 
World War II, getting away from high- 
falutin’ social theory? Simply the maraud- 
ing ideas of three nations among forty- 
five or thereabouts, who have set out to 
grab other peoples’ lands and_ chattels. 
That’s all, three covetous countries using 


force to add to their territories and wealth. 
»« 


From what I see in the rews, world 
revolution isn’t keeping British brokers, 
nor investors either, in a state of persistent 
worry. And the British have a larger stake 
at risk than Americans have. They have 
seen the marauders seize a huge amount 
of their property. The Dutch, too, and the 
French, Belgians and Norwegians. They 
do not take any stock in a New Order; all 
their attention is centered on one thing— 
the destruction of a nest of international 
robbers. 

The trouble is that “revolution” and 
“change” have come to mean the same 
thing. Of course changes are under way 
here at home and in every other country 
engaged in the war. But if you examine 
some of the changes already in force, you 
find that a lot of them are constructive. 
The rise of a great new industry—synthetic 
rubber—could be called revolutionary with- 
out disturbing anybody’s emotions. A 
$10,000,000,000 addition, to date, to 
America’s manufacturing plant in a 
couple of years represents a revolutionary 
industrial upheaval, and while much of it 
may not be directly usable for peace pur- 
poses, a great deal of new equipment is 
going to help reconstruct the areas dam- 


aged by war and supply peace goods in 


quantity for home and foreign use. 
»< 


Or consider the kind of revolution that’s 
going on in the aircraft industry. Just a 
few years ago, many American and Cana 
dian laymen suddenly considered it phe 
nomenal to read that airplanes were car 
rying thousands of tons of mining ma 
chinery, piecemeal, back into bush coun 
try where other modes of transportation 
were impossible. Yet 70-ton air freighters 
are already in the works and manuiac- 
turers are planning for much larger planes, 
capable of flying thousands of miles and 
making deliveries far faster than any other 
methods would permit. If you want revo 
lutionary items worth considering, that is 
one of ‘em. 


And then, outside of technical changes 
which will be coming to full flower in the 
future, there is one of the greatest im 
portance of all to our national financial 
community. This is vested in the conver- 
sion of Americans of all grades of earning 
power into an investment-minded public 
through the purchase of Government 
bonds. After the first World War, it was 
estimated, you may recall, that some 15, 
000,000 individuals had become investors 
by means of Government financing. How 
many do you think there will be when the 
financing of World War II is completed? 
You might guess 50,000,000 and be too 
low. 


If Broad and Wall Streets want to think 
about revolutions, there is one to do some 
thing practical about. Fifty million capi 
talists, of whom more than 30,000,000, 
say, are capitalists for the first time in their 
lives! The power of “isms” flattens out 
when it collides with the inner thoughts 
and plans of a nation of capitalists. 








S yuthetic Rubber 


(continued from page 10) 


its own Perbunan and 


manufacture 
partly for the Rubber Reserve Corpora- 
tion. Publicker Corporation was granted 
priorities for an experimental plant for 
butadiene from an alcohol process simi- 
lar to the carbide process in that it uses 
alcohol. Much of the confusion and con- 
troversy has centered around methods 
of making butadiene. 

Recently agriculturalists concluded 
that to rely upon any of the six hundred 
known plants that yield rubber, would 


Rabbit 


bush, Russian dandelion, Madagascar 


again be too little, too late. 
vine, Brazilian wild rubber and guayule 
received attention. The first three are 
plants of unknown performance in this 
country and cannot be counted on, The 
Department of Agriculture has started 
yield tests with Russian Dandelion, be- 
ginning with imported seed. 

Before the rubber program was far 
under way War Production Board ad- 
visors and petroleum technologists real- 
ized that the bottleneck in the early 
part of the program would be centered 
in butadiene. Synthetic rubber plants 
would be finished before the plants sup- 
plying butadiene. A survey of the 
butadiene production potentialities was 
made by the Petroleum Industries War 
Council and plans are now under way 
to supply this material from numerous 
sources, utilizing makeshift equipment. 
Standard Oil hopes to supply 15,000 to 
30,000 additional tons in advance of the 
government's regular program this year. 
With additional butadiene from other 
refineries, the rubber program should 
be on schedule during its early stages. 
By the middle of 1943 much of the orig- 
inal program should be in actual opera- 
tion and makeshift operation may cease. 

The urgency for rubber brought other 
ways of making butadiene, processes 
depending upon the fermentation of 


grains. The public soon learned that 
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being developed. 


of the synthetic product. 


investment values are being created. 





FACTS INVESTORS CAN USE IN SHAPING THEIR PLANS 


A number of corporations listed on the New York Stock Exchange are exerting 
every effort vested in brains, ingenuity, chemicals, steel and electricity to stimulate 
quick production of synthetic rubber in quantity. ' 
But so much confusion surrounds it that THE ExcHANGE asked 
a specialist who has long been in the thick of the struggle for a rubber substitute 
to describe progress to date and throw some light upon the economic significance 
The accompanying article resulted. 
of this magazine to present, from time to time, reports on other new products which 
listed companies are evolving in these times of intense laboratory activity, as new 


A new and vital industry is 


It is the intention 








alcohol could be converted into buta- 
diene and more recently it was an- 
nounced that joint efforts of the Depatt- 
ment of Agriculture and Seagrams & 
Sons have nearly perfected a process for 
converting grains to butylene glycol 
and then to butadiene. 

In the event that such suggestions con- 
tain time-saving improvements they 
would be given consideration and study 
by experts trying to further the syn- 


thetic rubber program. 


A Statistical Review 


We can do no better than review a 
recent summary made by President 
Farish, of Standard Oil of N. J., before 
the Mines and Mining Subcommittee, 
Committee of the House of Representa- 
tives. It shows clearly that we are re- 
lying upon agriculture, coal and petro- 
leum for Buna S. 


Value of 
BUNAS 


Raw Material 


SOURCES Source 


Material 


Sources 
Agriculture 


(grain) butadien, 210,000 tons $81,900,000 


Coal (benzol) — styrene, 164,000 tons 9,900,000 


Petroleum butadiene,4 10,000 tons 22,300,000 


NOTE: 


of the raw 


(Agriculture and petroleum = supply 


som material for styrene, and coal a 


small amount of butadiene in addition to the 


quantites given.) 


Those who have had the nation’s 


welfare at heart have not quibbled over 


where the raw material shall come 
from :—the plan is laid, now to execute 
it with thoroughness and dispatch. 


It is difficult to forecast with any surety 
the future of synthetic rubber. Enough 
has been said to indicate that certain 


qualities of natural rubber will not per- 


mit it to be replaced entirely. 

Even with the rapid changes which 
are bound to continue, one is able to see 
the downward trend in the large scale 
cost of producing Buna S and Butyl 
rubber. Estimated a few months ago 
to cost $1,000 per ton of annual capacity, 
Buna S plants are now estimated at 
$600. 


$750, are now estimated to cost $350. 


about Butyl plants, originally 
Buna S, from petroleum, at the start 
will cost about 30 cents a pound; later 
with full capacity and efficiency 20 cents 
a pound or less is expected. Butyl rub- 
ber production is expected to start at 
20 cents, eventually dropping to 10-15 
cents a pound, 


What About Competition? 


Can natural rubber compete with 
this? It depends greatly upon the con- 


dition of the rubber plantations after 
the enemy leaves, and still more on the 
adoption of horticultural improvements 
already developed, yet hampered with 
the slowness with which rubber trees 
Although it looks 


as if the price of natural rubber could 


grow and mature. 


drop to 8-12 cents, it is uncertain as to 
how long this could endure with higher 
post-war labor costs. 

On the other hand, two things are ex- 
pected; synthetic rubber will have a 
stabilizing effect on the price of natural 
rubber; and with the impetus of war 
time progress, we shall learn in two or 
three years as much about synthetic 
rubber as under ten to twenty years of 


normal commercial growth. 





Id 


to 


Management of College 
Investments 


(continued from page 14) 


There is one institution, for example, 
that has more than 8g per cent of its 
porttolio invested in bonds. Another 
has 53 per cent of its portfolio invested 
in common stocks. Stull another has 
6y per cent of its holdings invested in 
mortgages. All three have had_ excel- 


lent results, but are diversifying their 


portfolios more each year. In these days 
of rapidly changing events diversifica- 
tlon seems a most important protection. 

“On the other hand, one institution 
has less than 1 per cent invested in 
bonds, another only '4 of 1 per cent in- 
vested in common stocks. There is no 
general agreement on what is a desirable 
diversification plan, but practically all 
institutions which find themselves in an 
extreme position are adjusting their pro- 
grams to bring about a more diversified 


list. There are several important insti- 


tutions which believe that high-gradc 
bonds remain the only sound invest 
ments for endowment purposes. On the 
contrary, there are a number of others 
tending toward portfolios made up of 
cash, governments, and high-grade com 
mon. stocks. 

“There is a feeling among some col 
lege officials that common stocks do not 
offer the hedge against inflation that had 
been hoped for them, due to the ten 
dency of the Administration to absorb 


increases of income by taxation.” 





MONTH END DATA 


MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 


1. Shares Listed 
2. Share Issues Listed . . . . ... 
3. Par Value of Bonds Listed 

1. Bond Issues Listed ‘ 
5. Total Stock and/or Bond Issuers 





6. Market Value of Listed Shares 

7. Market Value of Listed Bonds 

| 8. Market Value of All Listed Securities 

| 9. Flat Average Price—All Share Issues 

| 10. Shares: Market Value ~ Shares Listed 

| ll. Bonds: Market Value 

12. Stock Price Index (12/31/24=100) . 

13. Shares in Short Interest 

lt. Member Borrowings ee ee ee 
Per Cent of Market Value of Listed Shares 

15. N. Y. S. E. Members’ Branch Offices 

| 16. Total Non-Member Correspondent Offices 


| DATA FOR FULL MONTH 
17. Reported Share Volume ..... . 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Ratio to Listed Shares ae 
8. Total Share Volume (Incl. Odd Lots) 
19. Money Value of Total Share Sales 
20. Reported Bond Volume (Par Value) 
Daily Average (Incl. Saturdays) 
Daily Average (Excl. Saturdays) 
Ratio to Par Value of Listed Bonds 
. Total Bond Volume (Par Value) 
. Money Value of Total Bond Sales 
. N. Y. S. E. Memberships Transferred 
Average Price 


ro hm bh 
wn — 


21. Stock Clearing Corporation: 
Average Price of Settled Shares 


Note: Items 13. 14, 18, 19. 21, 22 and 24 are as of ledgers which 


second full preceding business day. 





normally reflect transactions 


1942 194] 
JULY JUNE MAY JULY 
ah fas at: a (Mil.) 1.471 1.470 1.169 1.163 
e & o (No.) 1.239 1.242 1.242 1.229 
(Mil. S) 63.992 61.899 61.956 56.041 

: (No.) 1.150 1.152 1.166 1.271 
(No.) L212 E213 1.214 1.275 
(Mil. $) 34.444 33.419 32.914 11.651 
(Mil. $) 61.277 59.112 99.257 53.261) 
(Mil. $) 95.721 §2.531 $2.17] 91.914 
(S$) 35.00 34.28 33.8 39.62 
(S$) 23.42 22.73 22.40 28.16 
Par Value . . (S) 95.76 95.50 95.604 95.04 
(%) 16.6 15.3 11.6 56.7 
‘ (Thou.) 517 514 531 87 
(Mil. $) 347 340 324 104 
(%; ) L.01 1.02 0.99 0.97 
(No.) 772 768 790 899 
(No.) 2.615 2.017 2.056 3.009 
(Thou.) 8.371 7.166 7.229 17.873 
(Thou.) 322 287 289 687 
(Thou.) 348 315 315 765 
(%) 0.57 0.51 0.49 1.22 
(Thou.) 9.675 22.226 
(Thou. $) 226.102 922.475 
(Thou. §) 125.605 33.776 156.658 189.118 

(Thou. $) 1.831 5.145 6.266 tet 

(Thou. §) 5.053 6.871 8.111 

(%) 216 256 337 
(Thou. $) 165.276 201.056 

(Thou. §) 80.772 98.274 
(No.) 7 9 9 5 
(3) 22.333 23.667 18.333 27.500 
(S) 20.6 20.4 19.9 20.8 


to the close of the 











MEN OF THE ARMED FORCES 


SRC MONAT 





INVEST EVERYTHING THEY HAVE 





--e THEIR LIVES! 





Is 10 percent of earnings in United States War Savings 
Bonds too high a rate of investment for civilians—for 
you—in contrast to what our soldiers, sailors and 
marines are putting into the fight for Freedom? 


You know it is not! 


You know, too, that every new battle front means 
greater expenditures ... more money... more War 
Savings Bonds to be bought. Increase your investments, 
enlist your resources for Victory. For service in sub- 
scribing for War Bonds employ the offices of member 
firms of the 


NEW YORK STOCK EXCHANGE 











